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EXECUTIVE OFFICE OF THE PRESIDENT
BUREAU OF THE BUDGET
WASHINGTON, D.C. 20503

EULLETIN §O. 663 \‘ ‘ ‘ N : October -12’. 1965

i‘TO THE HEADS OF EXECUTIVE DEXPARTMENTS AND ESTABLISHMENTS

SUBJEOT: Planning-Programming-Budgeting

1. Purpose. The President has directed the introduction of an intesrated
Plamming-Programming-Budgeting system in the executive branch, This
Eulletin contains instructions for the establishment of such a system.
It will be followed by additional instructions, including more explicit
policy and procedural guidelines for use of the system in the annual
Budget Preview. : ‘

2. Application of instructions. This Bulletin applies in all respects
to the agencies listed in Section A of Exhibit 1. The agencies listed
in Section B of that Exhibit are encouraged to apply the principles

and procedures for the development and review of programs to the extent
practical. (In this Bulletin, the word "agency" is used to designate
departments and establishments; the word "bureau" is used to designate
principal subordinate units.) -

3. Beckeround and need. A budget is a financial expression of a program
plan,. Both formal instructions (such as those contained in Bureau of

the Budget Circular No. A-1l) and training materials on budgeting

- have stressed that setting goals, defining objectives, and developing
Planned programs for achieving those objectives are important integral
parts of preparing and Justifying a budget submission. '

Under present practices, however, program review for decision making

has frequently been concentrated within too short a period; objectives

‘of agency programs and activities have too often not been specified

with enough clarity and concreteness; accomplishments have not always

. been specified concretely; alternatives have been insufficiently pre-

sented for consideration by top manggement; in-.a number of cases the

.~ Tuture year costs of present decisions have not been laid out systematically
- enough; and formalized planning and systems analysis have had too little

effect on budget decisians. o : ‘

e help remedy these shortcomings the planning and budget system in each

. agency should be made to provide more effective information and analyses to
Gs5sist line managers, the agency head, and the President in judging '

needs and in deciding on the use of resources and their allocation

among competing cléims.v The establishment of a Planning, Programming,
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~and Budgeting System in accordance with this Bulletin will mske needed
improvement possible. '

While the improved system is intended for year-round use within esach
agency, its results will be especially brought into focus in connection
with the spring Preview. It should lead to more informed and coordinated
budget recommendations.

L, 3Basic concepts and deéign.

&. The new Planning-Programming-Budgeting system is based on three
concepts: ' ‘ '

(1) The existence in each agency of an Analytic capebility which
cerries out continuing in-depth analyses by permsnent specialized staffs

of the agency's objectives and its various programs to meet these objec-
tives. ' -

(2) The existence of a mlti-year Planning and Programming pro-
~ cess which incorporates and uses an information system to present data

in meaningful categories essential to the making of major decisions by
agency heads and by the President. : '

(3) The existence of a Budgeting process which cen take broad
program decisions, translate them into more refined decisions in a
budget context, and present the eppropriate program and financial data
for Presidential and Congressional action.

b. Essential to the system are:

(1) An output-oriented (this term is used interchangeably
vith mission-oriented or objlectives-oriented) program structure (some-
times also called a program format) which presents data on all of the
Operations and activities of the agency in-categories which reflect

the agency's end purposes or objectives., This is discussed in more
detail in paragraph 5, below.

(2) - Analyses of possible alternative objectives of the agency
and of alternative programs for meeting these objectives. Many d4if-
Terent techniques of analysis will be appropriate, but central should
be the carrying out of broad systenms analyses in which alternative

programs will be compared with respect to both their costs and their
benefits., : _ g
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(3) Adherence to a time cycle within which well-considered
information and recommendations will be produced at the times needed
{or decision-making and for the development of the President's budget
end legislative program. An illustrative cycle which does this is
Cescribed in paragraph 9.

(4) Acceptance by line officials (from operating levels up to
the agency head), with appropriate staff support, of responsibility for
the establishment and effective use of the system.

¢. The products of the system will include:

(1) A comprehensive multi~year Program and Financial Plan
systematically updated,

(2) Analyses, including Program Memoranda, prepared annuelly
and used in the budget Preview, Special Studies in depth from time to

time, and other information which will contribute to the annual budget
Drocess,

d. The overall system is designed to enable each agency to:

(1) Make available to top management more concrete and specific

. data relevant to broad decisions;

(2) spell out more concretely the objectives of Government Dro-
grams ;

(3) Analyze systematically and presént for agency head and Presi-
dential review and decision vossible alternative objectives and alterna=-
tive programs to meet those objectives;

(4) Evaluate thoroughly and compare the benefits and costs of
programs ; :

(5) Produce total rather then partial cost estimates of programs

- (6) Present on a multi-year basis the prospective costs and
accomplishments of prograus ; :

(7) Review objectives and conduct program analyses on a cone

-tinuing, year-round basis, instead of on a crowded schedule to meet
budget deadlines,

. es. The entire system must operate within the framework of overell
policy guidance =~ from the President to the agency head, and from the
agency nead to his central planning, programming, and budgeting staffs
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and to his line ranagers. Fiscal poliey considerations and other
aspects of Presidential policy will be provided by tne Bureau of the
sudget in accordance with the President’s program. ioditications will
4lso have to be made from time to time to reflect cnanging external
conditions, Congressional action, and other factors.

5. f"he vrogram structure.

4. An early and essential step for each agency is the determinction
of a series of cutput-oriented categories vhich, together, cover the
total work of the agency. Tnese will serve as a basic framework for
the planning, programming, end budgeting processes (including work on’
systems analysis, reporting, evaluation of accanplisnments, and other
aspects of management) and for relating these processes to each other.
ihe following principles should guide the development of such ocutputb
categories. o

(1) Program categories are groupings of agency programs (or
activities or operations) which serve the same broad objective (or nis-
sion) or which have generally similar objectives. Succinct captions or
headings describing the objective should be applied to each such group-
ing. Obviously, each program category will contain progrems which are:
canplementary or are close substitutes in relation to the objectives
io ve attained. For example, a broad program cbjective is improvement
of higher education. This could be a program category, and as such would
contain Federal vrograms aiding undergraduate, graduate and vocatichal
education, including construction of facilities, as well as such axiliary
Federal activities as library support and relevant research programt. For
Purposes of illustration and to aid understanding, Exhibit 2 shows scume
program structures as they mignt be epplied to two organizational units
within dif'ferent agencies; the same approach, of course, applies to the
agency as a whole, )

(2) Program subcategories are subdivisions which should be
established within each progran category, combining agency prograns (or
activities or operations) on the basis of narrower objectives contributing
directly to the broad objectives for the program category as a whole.
Thus, in the example given above, improvement of engineering and science
and of language training could be two program subcategories within the
program category of improvement of higher education. '

(3) Program elements are usually subdivisions of DProgram sub-
categories and comprise the specific products (i.e., the goods and ser-
vices) that contribute to the agency's objectives. Each program element
is an integrated activity which combines personnel, other services,
equipment end facilities. An example of a program element expressel
in terms of the objectives served would be the nurber of teachers to be

rained in using new mathematics.
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b, The program structure will not necessarily reflect organization
geructure. It will be appropriate and desirable in meny cases to have
“aie basie program categories cut across bureau lines to facilitate come
perisons and suggest possible trade-offs among elements which are close
substitutes, It is also desirable to develop program formats which
Tecilitate comparisons across agency lines (e.g., in urban transporta-
tion and in recreation),

¢, Besic research ectivities may not be and frequently are not
pisglon or output oriented. Wnenever this is the case, such activities
should be identified as a separate progran category or subcategory as
propriate. However, applied research and develcpment is usually
socizted with a specific program objective and should be included in

the same program category es the other activities related to that objective.

de To facilitate top level review, the number of program categories
should be limited, For exemple, a Cabinet Department should have as
many as 15 program cetegories in cnly a rare and exceptional case, .

¢. Program categories and subcategories should not be restricted
Dy the present appropriation pattern or budget activity structure.’
(Eventually, however, it mey be necessary and desirable for the "Progrenm
by Activity" portion of the schedules in the Budget Appendix to be
brought into line with the progrem structure developed according to this
Bulletin.)

6. The Multi-vear Program and Financial Plsan.

2. The entire process is designed to provide information essential
to the meking of major decisions in a compact and logicsl form. A
principal product of the process will be & docunent, the Multi-Year
Program and Financial Plan of the agency. '

b, Thus, the process is concerned with developing for agency head
review, and, after his official approval or wodification, for Bureau
of the Budget and Presidential review (es summarized in Progrem Memo-
rande, per paragraph Tc) a translation of cancretely specified agency

cbjectives into combinations of agency activities and cperations designed -

to reach such objectives in each of the stated time periods.
¢. The Progrem and Financial Plan will:

(1) Be set forth on the basis of the program structure described
in paragreph 5, above, :
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(2) Cover a period of years, usually five, although the numbe:
will vary with the considerations pertinent to particular agencies; for
example, & longer time span would be appropriate for timber production
and for large multiple-purpose water resource projects. The multi-yewr
feature is not to be compromised by the expiration of legislation at an
carlier dave, since extension or renewal, with possible modification,
oI the legislation should be reflected in the Plan.

37 Include activities under contemplated or possible new legis-
1 as those presently authorized.

L) Show the program levels which the asency head thinks will
ve appropriate over the entire period coversd by the multi-year plan,

(5) Express cbjectives and planned accomplishments, wherever
pessible, in cuentitative non-financiel terms., TFor example, ph 1cal
gram eloments night inelude the additional
{in terms o* numbers to be accommodated) of recreati aci_*uﬁ;“ to
L ! naticand forests, tnu rnumber of ycuths t

along with meesures of the kinds and inten
of nhours of Sgan*sh tanguage broadoests of the Voice of
ne pumber of children to recelve pre-school training, asnd the
etients in Federulliye-surporied mantal “olﬁ_tals‘ In scme
U omey not be possible to obiain or develop adeguatse nessuros
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(8) Translate the costs and receipts used for analytic purpeses
as described in the preceding subparagraph, into the financial terrs
used in Federal budget preparation, presentation, and reporting.

]

d. The Program and Financial Plan as approved by the agency heed
will be submitted to the Bureau of the Budget. The Bureau of the Budget
will also be kept abreast of significant revisions end updatings (seea
subparagraphs ¢ end f, immediately below).

@. The Program and Finencial Plan, as approved or modified by the
agency head in conformity with guidance received from the sureau of the
Budget end the President (usually following the annual spring Preview),
will form the basis for the agency's budget requests., Therefore, it
should not be changed except in accordance with a procedure approved by
the agency head, Appropriate arrangements should be made for paertiéi-
pation of the Budget Bureau in significant changes.

. rovision will be made for a thorough reappraisal and updating
of the Program and Finencial Plan annually. In this process, cne ygar
is added on to the Plan., Other changes to the Plan are to be expected
from time to time and a procedure mey be useful for meking minor chenges
to the Plan without requiring agency head approval, '

- T+ Anglysis. An analytic effort will be undertaken to examine deeply
program objectives and criteria of accomplishments., Whenever applicable
this effort will utilize systems analysis, operations research, and
Other pertinent techniques. The eanalysis should raise important ques-
tions, compare the benefits and costs of alternative programs and explore
future needs in relationship to planned programs. The sources of

data used will be many, including most importantly, the Program and Finencial

Plan, special studies done throughout the agency, and budget, accounting
and cperating data. It is importent to have continuity in the work of
staffs doing this work and to build expertise in them over a period of
years. As expertise is developed, more and more of the agency's activi-
ties can be subjected to these analytical techniques.

&« Special Studies on specific topics should be carried out in
response to requests by the agency top menagement, the Budget Bureau, or
av the initiative of the analytic staff itself. Suggesticns should ,
also be made by line operating managers. The special studies may involve
intensive examination of & narrow subject or broad review of a wide
field. The broad program studies envisioned here will often be hampered
by a dearth of informetion and gaps in our knowledge which can be fiiled
caly by project studies and other miero-economic studies. Nevertheless,
these broad studies should be essigned top priority in the agency's
analytic effort, '
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b. Wuestions should be posed Dy the analytic staffs to other
elements of the agency on progran objectives, measures of verformance,
ccsts and the like.

C. A broad Prosram Memorandum should be prepared ennually on each f
of the progrem categories of the azency. The Prograx Memorandum will ’ ;
summarize the Program and Financial . Plan approved oy the asgency head
Tor that category and present a succirct evalusation and Justificatiorn.

It should appraise the national needs to be met for several years in

the future (covering at least as many years as the Program and Finencial
Plan), assess the adequacy, effectiveness, and efficiency of the pre=~
viously approved Plan to meet those needs, and propose any necessary
modifications in the previously approved Plan, including new legislative
proposals. Thus, the Program Memorandum should: '

(1) Spell out tne specific programs recomended by the agency
uead for the multi-year time period being considered, show how these pro-
grams neet the needs of the American peoole in this area, show the total
costs of recommended programs, and show the specific ways in which they
differ from current programs asnd those of the rast several years.

(2) Describe program objectives and expected concrete accom- %
plishments and costs for several years into the future. :

_ (3) Describe program objectives insofar as possible in quantitative
vhysical terms, '

(4) Compare the effectiveness and the cost of alternative objec- :
tives, of alternative Ltyves of progrems designed to meet the same or coa- : :
parable objectives, and of different levels within any given program
category. This comparison should identify past experience, the alterna-
tives which are believed worthy of consideration, earlier differing recom-
mendations, earlier cost and performance estinates, and the reasons for
change in these estimates.

P N —

(5) Meke explicit the assurptions and criteria which support
recomiended RICLYams .

{6) Identify and analyze the main uncertainties in the assump - :
tions and in estimated program effectiveness or costs, and show the f
sensitivity of recaumendations to these uncertainties. '

d. In sum, the enalytic effort will:

(1) Help define major ageney objectives and subob jectives.,
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. ‘nelyze and review criteria by waich program performance is
© measured woc judged, and help to develop new, improved criteria.

(3) Compare eltermative prrograms, both in terms of their effec-
tiveness i theisr cosis, oLd as well as new,

(1) Develop reliable estimetes of totel systems costs ¢of allerna-
tives over the relevaant span ol yoars., :

(5) Analyze the validity of cost data.:

(6) Identify and analyze »rogram uncertainties; test the sersi-
tivity of conclusions and reccmmeandetions against uncertain variebles.

(7) Carry out systems analyses to eid in making program cholces.

8, Relation of the system to the bucget prcecess.

2, 7Two products of the system will be utilized in the spring Budget
Preview: the Program Memoranda (which incorporete in summerized fornm

the relevant portions of the Program end Financial Plan) end Special
Studies.

b. All snnual budget reguests in the fell will be based on and
related to the first year of the current mlti-year Program and Financiel
Plan, subject %o such modifications as mey be required by changing cire
cunstances since the Plan was last reviewed and approved by the agency

head, Within this framework the detailed formulation and review of the
budget will take place. ' :

¢s 'The introduction of the Plannirg, Programming, and Budgeting
system will not, by itself, require sny changes in the form in whidh budget
appropriation regquests are sent to Congress., Further, this Bulletin is
not to be interpreted to set forth changes in the format of annual
budget submissions to the Budget Bureau, Circuler Ho. A=1l will Dbe
revised as needed to provide guidance on such budget submissions.

ds Over the next few years agency operating budgets used to allocate
resources and control the day to day operations are to be brought into
consistency with the Progrem and Financial Plan. Performasnce reporis
that show physicel and financial accomplishments in relation to operating
budgets should also be related to the basic plan. : ' '

Ce The Planning, Programming and Budgeting functions are closdly
“ied end there must be close coordination in the work of the various
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9., An illustretive annual cycle, Program review 1s a year-round

process of reevaluating and updating program ovjecilves, performance,

ond costs. ‘The annual cycle described telow is presented Ior PUXDOSES

oo Siiustretion and will be refined and changed over time. It 1s invended
to identify check-points to assure thut essential steps arc Loken

£l £
J R

thas current reviews, revisions and recommendations are gLVEen Conoliurem
+wion ot aoprcpriate times in the tudget crele. Inzofar as this scaaide
ciPocss interasl agercy operabticis and (ces not criect Burcen oI wha@
Lodzes scheduling, it may be modiiied by each agzency nead o wuiv nls
noeds. The illustrative ennual cycle shows in outline form how the -
system would work after it is established and operating for an agency
participating in the Preview. '

January, Changes are made by the ageacy to the prior mulii-year progral
sen So conCorm to Presidential decisioas as rel.ect
the Congress.

ot
[&]

@d i UhE LuLiLt -udav

v

Mereh. By March bureaus or similar major orgerizetioral units within <he
agency will submit to the agency head their current appraisals of approved
program objectives and multi-year plans and their proposais for (a) needed
modifications, including measures 10 meet new needs and to take account

of changing and expiring aneeds, and (b) extension of plans to cover: an
added year (e.g., 1972). The Dirsctor of the tureau of the Budget will
advise the agency head of any change in the overall policies and objectives
won which the currently approved plen is based. '

fnril, On the basis of instructions from the agency head following nis
eview of bureau submissions, bureaus &evelop specific program plans.

Mey. Analytic staffs complete Progrem Memoranda. Agency head reviews pro=
gram plens and epproves Program Memoranda I'OX submission to the Burcsu of
the Budget. He may want to assign additional studies on the besis of this
review.

May-June. ‘he budget preview is conducted by the Bureau of the Budzet.
fhe basic documents for this preview are the Program Memoranda prepared
by agencies which are to be submitted o the Bureau of the Budget by
May 1, and Special Studies to be submitied over a period of several
moaths preceding this date. Presidential guidence will be obtained,
where necessary, on mejor policy issues and on <he fiscal outlock.

Julv-fuguste  Appropriate changes 1C program plars are made on the basis

of the guldance received and of corgressicnas legisietion end appr@p::atlcnsg
£ f

Timm A e

»udget estimates, including those for new iegisleative proposals, are de- :
veloped on the basis of the firse year of the currently epproved program E
plans (e.ge, 1968).
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cmber.  Budget estimates and egency legislative prosgrazs are subitted

O the Bareau of the Budpet.

ir

Bulzet bureaw reviews buc.et estimates,
Llneies, and Liekis 1is meommendotions to thae Presi
Ceclsions are transmitied Lo agencies, the budget s pro
mission to Congress, and the legisletive prograan is predaraed

~ys Changes are again made by the agency o the multi-year présren
pian o conrorm to Presidential decisions as relected in the budget sent
to the Congress.,

10. Responsibility and staffins,

5 rests with the head of each agency. Sincc pleaning. programming, and
idgeting are all essentisl elemernts of menagemernt, line menagers at appro-
ria evels in the agenc¢y must also teke responsibility for, and pariici-
nate in, the system, Responsibility should be so fixed that the agency
head receives the recommendations of his principal managers (e.g., bureau
chiefs) on program plans es well es on the findings and reccemmendations

of centrally prepared analytical studies. Similerly, arrangements should

be nade for obtaining original suggestions, recammendations, and views

from other echelons in a manner ccnsistent with the assignment of responsi-
bility and authority. ' :

b, OSpecialized staff assistance is also escential in 211 but the

» Personal responsibility for <he Planning, Programuing, and Sucgeting:

¥

smallest agencies. Such assistance will be especially useful in the prepara-

tion and review of Program and Financial Plans and in the preparati¢: of the
appropriate analyticel studies. Each sgency will, therefore, establish an
adequate central staff or staffs for anelysis, planning and programm.ng,
Some bureaus and other subordinate organizations should slso have their own
analytical planning and programuing staffs.

C. No single form of organization is vpreseribed since agency circumstancet

differ. Planning-Programming-Budgating activities are functionally linked
but it is not essential that they oe located in the same office so long

as they are well coordinated. IHowever, it is important that the head of
hea

the central analytic staff be directly responsible to the head of the
agency or his deputy.

© 1 should see that the followirg steps are taken by the Gates ire
[=] =

d. It is recognized that this is a tight schedule. lionetheleus,

e

Iritial action under this Bulletin., The head of each agency listed in
T ——

ident's interest ia the prompt establistment of the new Progrem=

ming, Pleanning, and Budgeting systenm requires that each agency exert
every possible effort to adliere to this schedule.

E )
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e after issucnce of this Znlletin -- the agency head
o.*1c1w¢ £0 be resvonsible o he development 67 the
yetem for the entire ogency and inforr the

H l-'
d‘ c‘!‘

5 ~= each azgency head chould have teniatively

o

K . WD bho Durasa of the Iudnet, the barond .:a;;a“
c¢t¢c01~bu to be tsed inivielly ir tha svstem., sureau of wna budze ﬂ st
ere prepared o make suggestions on taese cavegories,

C. By December 3L, 1065 -- agency instructions, procedures, or:

rmgulat*ons for the Plannln&-Programmlnb—Budget ing system should beiissued,
and a copy forwarded to the Bureau of the Budget. If it is not possible to
have these in polished form by this date., they should be issued at lzcet in

zuen form a8 will allow the agency to proceed without delay on the dicps
neceisaly to produce the material required by May 1, 1966, with theinore

complete and polished instructions or regulatiocns issused as scon a5 feusible

vat not later then March 31, 1966.

ds By February 1. 1966 -- each azency head should have approved the

‘> i-;

ogram elements, and the nonfinarcial units for measuring program éojec-—

e¢. By April 1, 1966 -- a comprehensive, multi-year Program and:
Financial Plan should be completed for consideration and review by the
gency head. The Program and Financial Plan, as approved by the agency
ead, will be forwarded to the Bureau of the Budget.,

af

b
s By May 1. 1966 -- for the spring Preview, Program Memoranda !

described above will be forwarded to the Bureau of the Budget. By tais

date or earlier, Special Studies will also be forwarded. lore specific
guidance and instructions will be provided by the Bureau of the Budget.
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A, AGENCILS 70 Bx COVERRD bY TUE PREVISW

Department of Azriculture
Departument of COfme“ce
Deu¢rvment of Defense - separate subnission for:

f.

Ltomic Lnergy Commission

functions (~“b~nd;nc Zivil Defense)
Engineers, Civil unctions

lealith, Zducation, and Welfare

I3 ‘ng anda Urban Develonment

tate ( excluding Ageney for International Develonrment)

reasury Dew rtment

eacy for International Develonnment

4

buﬂz‘uﬁ Intelligence Agency

C-

Ge
Mational Aeronsutics and Space Ldministration
dational SBcience Foundation

e

deral Aviation Ageancy
neral Services Administrasion

ffice of Lconomic Opportunity

~Peace Corps
United States Information Agency
Veterans Administraiion

B. OTER AGENCIZES FOR NHICH A FORMAL

PLANHT {G—PROGRQMN"NG—LUDGATIIG YSTJ [b “'COJRAG“

Civil Aeronautics board
C vil Service Commission

SER Rl

‘-J

(J I-‘-d‘ﬁ‘

o ks

3 w U U U m'

C»«

1)

mort-Import Bank of Weshingtor

ieral Communications Commission
leral lome Loan Bank Xoard
eral Power Commission
eral Trade Commission
terstate Commerce Cormission
ional Capital Transportation  Agency
ional Labor Relaticns Board
lroad Retirement Board
urities and Exchange Commissicn
*cctwve cervice System
mall Business AdMlﬁ’Str&thn
mithsonian Institution
nnessce Valley Authority
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